VIRGINIA ACTSOF ASSEMBLY -- 2002 SESSION

CHAPTER 372

An Act to amend and reenact 88 38.2-5600, 38.2-5601 and 38.2-5602 of the Code of Virginia, relating
to medical savings accounts.

[H 414]
Approved April 1, 2002

Be it enacted by the General Assembly of Virginia:

1. That 88 38.2-5600, 38.2-5601 and 38.2-5602 of the Code of Virginia are amended and reenacted
as follows:

§ 38.2-5600. The Virginia Medical Savings Account Plan established; plan to be established pursuant
to federal law; state agency actions required.

For the purpose of providing the Commonwealth's people with a future that includes affordable
health care, there is hereby established the Virginia Medical Savings Account Plan. Upen the passage of
federal legislation autherizing the compenents of the Plan Pursuant to federal law authorizing the
establishment and use of medical savings accounts, the state agencies named in this chapter shall take
action to implement the Plan as follows:

L. Fhe Department of Medical Assistance Services shall develop and implement a plan to utilize
medical savings aceceunts for provision of primary and acdte care to the working poer and mndividuals
who are eligible to receive medical assistance services as defined in the federal legislation er i any
regulations promulgated to Hmplement such legiskation. Further upon the eHective date of this chapter;
the Department shal develop a plan and apply for a waiver from the Health Care Finance
Administration to Hmplement a medical savings account demonstration project to provide hedlth care
services to the working poer and eertain Hhdividoals eligible for medical assistance services:

2 1. The Bureau of Insurance within the State Corporation Commission shall provide the General
Assembly and the Departments of Medical Assistance Services and Werkers Compensation a report on
the available plansg/policies for high-deductible, indemnity health insurance policies or other comparable
insurance mechanisms for providing low-cost catastrophlc care. Fhe Buread shall also; in developing this
report; advise the Departments on inclusion of the essential health services used as the basis for certain

commereal health msurance coverage:
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savings accounts for provision of acute care to the employees who are eligible to receive services
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while ensuring adequate care for injured or sick workers. The Department shall cooperate
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Savhgs accounts and reasenable tax deductions for these eontributions:

4. 2. The Department of Taxation shall, consistent with federa law and regulation, develop and
present to the General Assembly a system for refundable tax credits which shall include a diding scale
for the working poor as defined in federal or state law and a system of tax credits, including innovative
uses of such tax credits, for employers voluntarily contributing to employee medical savings accounts
and health care providers who participate in providing care to medical savings account holders at a
reduced price or without compensation.

§ 38.2-5601. Components of the Virginia Medical Savings Account Plan.

Upen the passage of federal legidation adtherizing the compenents of the Plan; The Departments of
Medical Assistance Services; Weorkers Compensation; and Department of Taxation and the Bureau of
Insurance shall develop the Virginia Medical Savings Account Plan. The Plan shall set forth the
regquirements for establishing medical savings accounts, which shall include, but not be limited to:

a. Definitions of eligible participants.

b. Criteria for accounts, including such matters as trustees, maximum amounts, centracts for
managing debit cards; etc.

€ Use of direct debit cards and methods for ensuring thelr use solely for payment for necessary
health care services.

d: Programs to educate recipients i1 handling health care services in a cest-effective manner while
ensuring that necessary care is obtained:

& lntegration of existing coverage: _ _ _ o

£ A system of refundable tax credits; which has been coordinated with the \Virginia Department of
Faxation:

g A system for withholding the amounts (refundable tax credits) to be deposited to the medical
savings accounts:

h: A system for caledlating individual need for health care serviees in order to ensure that adeguate
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sums are caledlated for the care of dinviduals with greater need:

k ¢. A system for providing a viable diding scale for refundable tax credits for the working poor.

} d. A system for allowing voluntary employer contributions to the medical savings accounts and tax
deductions for such contributions.

k- e. A system for alowing tax credits for health care practitioners providing services to holders of
medical savings accounts at reduced cost or without compensation.

L f. A cafeteria menu of insurance plans to provide high-deductible, indemnity health insurance
policies.

m: g. Any other specific provisions necessary to the efficient implementation of the Virginia Medical
Savings Account Plan.

§ 38.2-5602. Operation of medical savings accounts.

Upen the adtherization i federal faw to establish medical savings accounts and wpen devdlopment

and enactment of the Plan described in §-38:.2-5601 of this chapter; Medical savings accounts may be
established in the Commonwealth pursuant to applicable federal law and regulation.
2. That the Department of Taxation shall present to the Joint Commission on Health Care and the
chairmen of the House Appropriations and Senate Finance Committees, by November 1, 2002, a
proposal for a system of state tax credits and tax deductions relating to the establishment and use
of medical savings accounts. This proposal shall include a fiscal impact analysis of implementing
the proposal.



